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SOUTHERN CALIFORNIA EDISON COMPANY'’S (U 338-E)
NOTICE OF EX PARTE COMMUNICATION IN ACCORDANCE WITH RULE 8.3

Southern California Edison Company (“SCE”) provides notice to all parties to the
above-captioned proceeding of an ex parte communication in accordance with Rule 8.3 of the
Commission’s Rules of Practice and Procedure. The communication was written and initiated by
SCE.

On Friday, May 15, 2009, SCE Senior Vice President Bruce Foster delivered a
letter to California Public Utilities Commission President Michael Peevey, Commissioner Dian
Grueneich, Commissioner John Bohn, Commissioner Rachelle Chong, and Commissioner
Timothy Simon. Mr. Foster’s letter, dated May 15, 2009, also included an attached copy of a
separate letter from SCE Executive Vice President Pedro Pizarro to Arizona Corporation
Commission Chairman Kristin Mayes.

Mr. Foster’s letter provided a summary of Mr. Pizarro’s letter to Ms. Mayes
concerning the status of SCE’s Devers-Palo Verde 2 transmission project in Arizona, including a
synopsis of SCE’s reasons it has decided not to file with the Arizona Corporation Commission to
build the Arizona portion of the project at this time. A copy of Mr. Foster’s letter, along with the

attachment thereto, is attached to this notice.



To request a copy of this ex parte notice, please contact Henry Romero at (626)

302-4124 or by e-mail at Henry.Romero@sce.com.

Dated: May 15, 2009

Respectfully submitted,

JENNIFER R. HASBROUCK
JULIE A. MILLER

/sl Jennifer R. Hasbrouck

By:  Jennifer R. Hasbrouck

Attorneys for
SOUTHERN CALIFORNIA EDISON COMPANY

2244 Walnut Grove Avenue

Post Office Box 800

Rosemead, California 91770

Telephone:  (626) 302-1040

Facsimile: (626) 302-2610

E-mail: jennifer.hasbrouck@sce.com
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SOUTHERN CALIFORNIA | Bruce C. Foster
E D ! S O N ' _ Senior Vice President
Regulatory Affairs

An EDISON INTERNATIONAL® Company

May 15, 2009

President Michael R. Peevey and Commissioners
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, California 94102

Re:  Devers-Palo Verde No. 2 (“DPV2”) Electric Transmission Project
Application No. 05-04-014 :

Dear President Peevey and Commissioners:

I am writing to provide you with an update on Southern California Edison Company’s
(“SCE’s”) activities related to the Arizona portion of the DPV2 transmission line project (the
“Project”). Please refer to the attached SCE letter to the Arizona Corporation Commission
(“ACC”) and to my synopsis below outlining the reasons SCE has decided to not file with the
ACC seeking to build the Arizona portion of the PI'OJ ect at this time.

As you are aware, the ACC denied SCE’s application for approval of the Arizona portion
of the Project. Since that time, SCE has exerted significant effort in Arizona working with
Arizona stakeholders, including the ACC and its staff, seeking to reconfigure the Arizona portion

~ of the Project in a manner that might lead to a successful project in Arizona. However, since that
time, some very important changes have taken place which SCE reflected in a recent update to
its economic assessment. Along with the increased renewable generation interest in the Blythe
area, there has been a narrowing of the economic spread between California and Arizona
resources and a reduced load forecast due to changed economic conditions and the success of
energy efficiency. As a result, the benefits of California consumers for SCE pursuing the
Arizona portion of the Project have reduced significantly from the level forecast at the time of
SCE’s initial filing. '

Despite the decision to not pursue the Arizona portion, SCE remains committed to
obtaining CPUC approval for construction of the California portion of the Project pursuant to
SCE’s petition for modification currently pending before the Commission. We recognize the
Commission may seek to consult with the California Independent System Operator in light of
SCE’s decision to not pursue construction of the Arizona portion of the Project. In our
conversations, the CalISO have indicated that they desire the California portion of the project
with the Midpoint Switchyard to move forward, but need to further review in compliance with’
their existing tariffs since the overall project has changed from primarily a economic
interconnection project, to one needed to interconnect significant amounts of new generation.
It’s also our understanding that the CalISO will shortly be directly informing the Commission as
to their thoughts on the Project and their efforts in reaching a timely approval.
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In any case, SCE continues to believe the California portion of the Project is needed and
continues to desire that the Commission proceed with our Petition to Modify (“PTM”). Note that
following the Commission’s approval of the PTM, we will proceed to complete the licensing
work to obtain a Record of Decision from the Bureau of Land Management (“BLM”). The BLM
effort will likely be completed in about three months from its initiation, which should dove-tail
nicely into the CalISO’s schedule for a positive determination of the Californa portion of the

Project, with the Midpoint Switchyard.

Thank you for providing ongoing support in this matter. If you have any questions,
please do not hesitate to contact me at 415-929-5512.

Very truly yours,

e e

Bruce C. Foster

Attachnient

cc: Commissioner John A. Bohn
Commissioner Rachelle B. Chong
Commissioner Dian M. Grueneich
Commissioner Timothy Alan Simon-
Julie Fitch, Director, CPUC Energy Division



SOUTHERN CALIFORNIA
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An EDISON INTERNATIONAL® Company

May 15, 2009

VIA Hand-Delivery

Chairman Kristin K. Mayes
Arizona Corporation Commission

‘1200 W. Washington Street

Phoenix, Arizona 85007

Re:  May 19, 2009 Special Open Meeting, Docket No. E-00000P-08-0570 Matters
Pertaining to the Devers-Palo Verde No. 2 Electric Transmission Line

- Dear Chairman Mayes:

I am writing to provide you with an update on Southern California Edison Company’s
(“SCE’s”) activities related to the Arizona portion of the Devers-Palo Verde No. 2 transmission

. line project (the “Project”).

As we have discussed on several occasions, SCE’s belief that the Arizona portion of the
Project would provide important benefits to both California and Arizona was based in part on an
economic analysis and underlying assumptions originally filed with the ACC on May 1, 2006.
In SCE’s February 9, 2009 Meet and Confer Report (the “Report”), SCE explained that we were
in the process of updating our previous economic analysis, including the economic impacts of

~ the Arizona portion of the Project, to incorporate updated conditions and assumptions. Two very

important changes noted in the Report were increased generation resources in California,
including a significant amount of renewable generation projects due to increased renewable
goals; and reduced load forecasts, due to changed economic conditions and the success of energy
efficiency programs, Accordingly, I had indicated to you that we did anticipate that the benefits
of the Arizona portion of the Project to California consumers could be reduced from the level of
benefits forecast at the time of SCE’s initial filing for the Project.

We now have completed updating the economic analysis and it reveals that the benefits
are indeed significantly lower as a result of recent developments. In fact, the analysis does not
support refiling with the ACC, at this time, for authorization of the Arizona portion of the
Project. As discussed below, however, SCE does intend to continue to review the anticipated
renewable and non-renewable benefits that building DPV2 would provide to both Arizonaand
California. If the required interconnection studies establish the need for new transmissionin
western Arizona to interconnect generation resources into the California Independent System
Operator (“CAISO”) system, we will again seek ACC approval of necessary transmission. In
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the meantime, SCE will continue to pursue the California portion of the Project, which is needed
to interconnect generation resources in the Blythe area. SCE will cease the current pre-filing
activities at the Federal Energy Regulatory Commission. While SCE is not able to proceed
immediately with permitting the Arizona portion of the Project, we are committed to find a way
to do so if further analysis supports the approach.

The following four factors explain the significant reduction in economic beneﬁts to
California customers of constructmg the Arizona portlon of the Project:

¢ Anticipated Renewable Generation Developments: The development of renewables in
California, caused in part by California policymakers’ focus on increasing RPS to 33%
by 2020, will decrease the need for imports and thus, the economic benefits to California
of the Arizona portion of the line.

o Generator Interconnection Requests in California, including at Midpoint Switchyard:
The development of both conventional and renewable generation, which will connect to
the California portion of the Project at the proposed Midpoint Switchyard, lessens the
need for imports from the Southwest.

o Projected Changes in Future Fuel Prices: As a result of changed fuel price forecasts, the
expected differential in power prices between California and the Palo Verde Hub has

decreased, lowering the value of imports.

o Changed Economic Conditions: Reduced load growth in California has reduced the need
for and benefits of imports. Higher levels of energy efficiency and distributed generation
in California are expected to also reduce future load growth.

This analysis reveals that the Arizona portion of the Project today cannot be justified as
an economic investment funded by California consumers. However, currently four renewable
generators in western Arizona, totaling 2,950 MW, have requested interconnection to the CAISO
gnd As noted above, SCE will continue to study current and future requests for interconnection
in the CAISO control area. SCE anticipates that the next round of studies will be completed in
April 2010. If these studies, or subsequent ones, establish the need for new transmission in
western Arizona to interconnect generation resources into the CAISO system, SCE will seek
authorization from your Commission and other applicable agencies to construct the necessary
transmission.

Thank you for providing ongoing support and the opportunity for parties to evaluate the
Arizona portion of the Project. SCE also appreciates the time and effort of the Arizona
participants in the Meet and Confer process and the ACC’s support of that process. SCE hopes
that the results of that process will be useful as the ACC considers the possibility of pursuing
transmission needs in the western United States.
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SCE will be prepared to discuss this matter further with the ACC at the May 19 Special
Open Meeting.

Very truly yours,

an W
Pedro J. Piza(n \Q

cc: Commissioner Gary Pierce
Commissioner Paul Newman
Commissioner Sandra D. Kennedy
Commissioner Bob Stump
Janice Alward

- Ernest Johnson

Lyn Farmer
Rebecca Wilder
ACC Docket Control



CERTIFICATE OF SERVICE

I hereby certify that, pursuant to the Commission’s Rules of Practice and Procedure,
I have this day served a true copy of SOUTHERN CALIFORNIA EDISON COMPANY'S
(U 338-E) NOTICE OF EX PARTE COMMUNICATION IN ACCORDANCE WITH

RULE 8.3 on all parties identified on the attached service list. Service was effected by one or

more means indicated below:

Transmitting the copies via e-mail to all parties who have provided
an e-mail address. First class mail will be used if electronic
service cannot be effectuated.

Executed this 15™ day of May, 2009, at Rosemead, California.

/s/ Veronica Flores

Veronica Flores, Project Analyst
SOUTHERN CALIFORNIA EDISON COMPANY

2244 Walnut Grove Avenue
Post Office Box 800
Rosemead, California 91770



